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SUMMARY: JAPANESE ECONOMIC ANALYSTS, ON BASIS NOVEMBER AND 
DECEMBER PRODUCTION FIGURES, NOW TAKING MORE POSITIVE VIEW 
JAPAN'S ECONOMIC PROSPECTS. PROSPECT NOW FOR ADEQUATE 
LEVELS OF OUTPUT IN LIGHT DECREASING DEMAND. SOME COMMODITY 
PRICES HAVE BEGUN DECLINE. MITI MAKING EXCEPTIONS TO 
ENERGY CONTROLS, BUT PLANS NO BASIC CHANGE FOR FEBRUARY. 

END SUMMARY. 

1. JAPANESE ECONOMIC ANALYSTS NOW BELIEVE CURRENT ECONOMIC 
SITUATION HAS IMPROVED IN PAST TWO WEEKS AND PROSPECTS OF 
PRODUCTION CUT-BACKS DUE TO OIL SHORTAGES ARE RAPIDLY 
FADING. (THIS IN LINE WITH PREVIOUS EMBASSY VIEW). 

INDUSTRIAL PRODUCTION (PROVISIONAL) IN DEC HELD UP 

MUCH BETTER THAN PREVIOUSLY ANTICIPATED AND NOV FIGURE 
WAS REVISED UP BY ALMOST ONE PERCENT FROM PRESIOUS PROVISIONAL 
FIGURE. DEC PRODUCTION OF 133.6 (1970 EUATL 100) WAS DOWN 
ONLY TWO PERCENT FROM 136.3 IN NOV IN CONTRAST TO A 
FIVE PERCENT DIP ANTICIPATED TWO WEEKS AGO BY SENIOR BOJ OFFICIAL 
(TOKYO 837, PARA 6). FOR THE FOURTH QUARTER, AS A WHOLE, 
PRODUCTION AVERAGED 134.9 OR 3.2 PERCENT HIGHER THAN THIRD 
QUARTER LEVEL. GAIN IS ALMOST AS BIG AS THE 3.5 PERCENT 
INCREASE ACHIEVED FROM FIRST TO SECOND QUARTER 1973, BEFORE 
ECONOMY HAD REACHED CAPACITY LIMITS. THUS, DESPITE EARLIER 
FEARS OF ECONOMIC DISRUPTION DUE TO OIL SHORTAGES, PRODUCTION 
HAS CONTINUED AT VERY HIGH LEVELS. THIS UNEXPECTED DEVELOPMENT 
IS REVERSING PREVIOUS EXPECTATIONS OF SHORTAGES. 

2. THE PROSPECT IS NOW NOR ADEQUATE LEVELS OF OUTPUT IN 
FACE OF SLACKENING DOMESTIC DEMAND. NEW MACHINERY ORDERS 
DROPPED SHARPLY IN DEC AND IN FIRST QUARTER OF 

1974 MOST SPECULATIVE PURCHASING OF INVESTMENT GOODS, WHICH 
BEGAN IN THE EARLY PHASES OF THE OIL CRISES, EXPECTED TO 
DISAPPEAR. THERE ARE SIGNS THAT INVENTORY BUILDING 
SPECULATION MAY HAVE REACHED ITS PEAK AND THAT THERE WILL 
BE A MORE NORMAL FLOW OF GOODS THROUGH DISTRIBUTION CHANNELS 
TO FINAL USERS. THESE FACTORS SUGGEST A SHARP TURN-ABOUT 
IN BUSINESS SENTIMENT. 

3. IN PAST TWO WEEKS PRICES ON JAPANESE COMMODITY MARKETS 
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BEGAN TO DECLINE. PRICES OF STEEL PRODUCTS, LUMBER AND 
TEXTILES DROPPED 15-20 PERCENT AND PRICES OF CHEMICALS 
AND PAPER ALSO EASED. WHILE PACE OF INFLATION REMAINS STRONG, 
BUSINESS WILL FIND IT INCREASINGLY MORE DIFFICULT TO RAISE 
PRICES OF FINISHED GOODS, ESPECIALLY IF SUPPLIES ARE AS AMPLE 
AS NOW APPEARS LIKELY. 

4. GOVERNMENT'S STRATEGY OF DEFLATING THE ECONOMY IS 
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BEGINNING TO SHOW SOME INITIAL SIGNS OE SUCCESS. THIS MAY 
BE A EACTOR IN RECENT STRENGTH OE YEN IN EXCHANGE MARKET. 

THERE IS EVEN SOME THOUGHT BEING GIVEN TO THE POSSIBILITY 
OE QTE OVERKILL UNQTE AND SOME RECOGNITION THAT PRESENT 
ECONOMIC STRATEGY MAY HAVE TO BE EASED LTER THIS YEAR. 

5. MITI, WHICH SHIETED ON EEB I EROM ADMINISTRATIVE 

GUIDANCE TO LEGISLATIVE CONTROLS ON ENERGY USE, NOW ALLOWING 

SOME EXCEPTIONS TO THOSE CONTROLS FOR PRODUCERS OF MATERIALS 

IN SHORT SUPPLY. MITI HAS SAID, HOWEVER, THAT IT PLANS 

NO GENERAL RELAXATION OF OIL AND ELECTRICAL CONSUMPTION 

CONTROLS DURING EEBRUARY. DETAILS BEING REPORTED SEPTEL. 

SHOESMITH 



LIMITED OEEICIAL USE 



NNN 



Deciassified/Reieased US Department of State EO Systematic Review 30 JUN 2005 




Declassified/Released US Department of State EO Systematic Review 30 JUN 2005 



Message Attributes 



Automatic Decaptioning: X 
Capture Date: 01 JAN 1994 
Channei indicators: n/a 
Current Classification: UNCLASSIFIED 

Concepts: PETROLEUM PRODUCTION, INFLATION, ECONOMIC REPORTS, PRICES, FOREIGN EXCHANGE 

Control Number: n/a 
Copy: SINGLE 
Draft Date: 05 FEB 1974 
Decaption Date: 01 JAN 1960 
Decaption Note: 

Disposition Action: RELEASED 
Disposition Approved on Date: 

Disposition Authority: golinofr 
Disposition Case Number: n/a 
Disposition Comment: 25 YEAR REVIEW 
Disposition Date: 28 MAY 2004 
Disposition Event: 

Disposition History: n/a 
Disposition Reason: 

Disposition Remarks: 

Document Number: 1974TOKYO01657 

Document Source: CORE 

Document Unique ID: 00 

Drafter: n/a 

Enclosure: n/a 

Executive Order: N/A 

Errors: N/A 

Film Number: n/a 

From: TOKYO 

Handling Restrictions: n/a 

Image Path: 

ISecure: 1 

Legacy Key: Iink1974/newtext/t19740253/aaaabygl.tel 
Line Count: 128 
Locator: TEXT ON-LINE 
Office: ACTION EB 

Original Classification: LIMITED OFFICIAL USE 
Original Handling Restrictions: n/a 
Original Previous Classification: n/a 
Original Previous Handling Restrictions: n/a 
Page Count: 3 

Previous Channel Indicators: 

Previous Classification: LIMITED OFFICIAL USE 
Previous Handling Restrictions: n/a 

Reference: A. STATE 7324; B. TOKYO 847; C. TOKY, O 1273; D. TOKYO 1424 

Review Action: RELEASED, APPROVED 

Review Authority: golinofr 

Review Comment: n/a 

Review Content Flags: 

Review Date: 27 MAR 2002 
Review Event: 

Review Exemptions: n/a 

Review History: RELEASED <27 MAR 2002 by martinmb; APPROVED <31 MAY 2002 by golinofr> 

Review Markings: 

Declassified/Released 
US Department of State 
EO Systematic Review 
30 JUN 2005 



Review Media Identifier: 

Review Referrals: n/a 
Review Release Date: n/a 
Review Release Event: n/a 
Review Transfer Date: 

Review Withdrawn Fields: n/a 
Secure: OPEN 
Status: NATIVE 

Subject: ENERGY: ECONOMIC SITUATION AND OUTLOOK-JAPAN (UPDATE) LIMITED OFFICIAL USE 
TAGS: ENRG, EFIN, EGEN, JA 
To: STATE 
Type: TE 

Markings: Declassified/Released US Department of State EO Systematic Review 30 JUN 2005 



Declassified/Released US Department of State EO Systematic Review 30 JUN 2005 




